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STATE  OF  TEXAS 


Suzanne  Henderson 


§ 


KNOW  BY  ALL  MEN  THESE  PRESENTS: 


COUNTY  OF  TARRANT  § 


RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR  DRIVER'S  LICENSE  NUMBER. 

NO  SURFACE  USE  OIL  AND  GAS  LEASE 

This  NO  SURFACE  USE  OIL  AND  GAS  LEASE  ("Lease")  is  made  as  of  the  31st  day  of  March,  2008  (the 

  _    .        .  ...    *>_■!..  -i"    a_*  u/hathar  Ana  nr  mnrp\    whofifi  addreSS  IS  202 


in  this  Lease  as  the  "Parties.' 


1  Leased  Premises.  Lessor,  in  consideration  of  a  cash  bonus  in  hand  paid  by  Lessee,  the  royalties  herein  provided, 
and  the  covenants,  agreements  and  obligations  of  Lessee  herein  contained,  and  subject  to  the  conditions  and 
limitations  hereinafter  set  forth,  hereby  leases  and  lets,  exclusively  unto  Lessee,  for  the  purpose  of  exploring,  drilling 
for  producing,  and  marketing  oil  and  gas,  the  land  in  Tarrant  County,  Texas,  described  as  follows,  to  wit: 


0  3019  acres  of  land,  more  or  less,  also  being  known  as  Block  3,  Lot  65,  of  Stonerldge  Addition,  Fifth  Installment,  an 
addition  to  the  City  of  Arlington,  Tarrant  County,  Texas,  out  of  the  H.  Blackwell  Survey,  Abstract  Number  149,  Tarrant 
County,  Texas,  and  amendments  thereof,  Including  streets,  easements,  and  alleyways  adjacent  thereto,  and  any  riparian 


(and  referred  to  herein  as  "Said  Land,"  the  "Property,"  or  the  "Leased  Premises").  The  Leased  Premises  shall  include 
all  strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto.  Lessor  agrees  to  execute  at 
Lessee's  request  any  additional  or  supplemental  instruments  reasonably  necessary  for  a  more  complete  or  accurate 
description  of  the  leased  premises.  For  the  purpose  of  determining  the  amount  of  any  shut-in  royalties  hereunder,  the 
number  of  gross  acres  specified  above  shall  be  deemed  correct,  whether  actually  more  or  less. 

2.  Term.  Subject  to  the  other  provisions  contained  herein,  this  Lease  shall  be  for  a  term  of  thirty-six  (36)  months  from 
the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as  oil  or  gas  or  other  substances  covered  hereby  are 
produced  in  paying  quantities  from  the  Leased  Premises  or  from  lands  pooled  therewith,  or  this  Lease  is  otherwise 
maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Option  Clause.  Notwithstanding  anything  to  the  contrary  herein,  Lessee  is  hereby  granted  the  exclusive  option,  to  be 
exercised  prior  to  the  date  which  this  Lease  or  any  portion  thereof  would  expire  in  accordance  with  its  terms  and 
■provisions,  of  extending  this  Lease  for  an  additional  period  of  two  (2)  years  as  to  all  or  any  portion  of  the  acreage  of  the 
Leased  Premises.  The  only  action  required  by  Lessee  to  exercise  this  option  being  payment  to  Lessor  of  an  additional 
consideration  of  the  sum  equal  to  the  original  cash  bonus  paid  to  Lessor  as  a  bonus  for  signing  the  Lease,  which 
payment  shall  cover  the  entire  two  (2)  year  extended  primary  term.  Should  this  option  be  exercised  as  herein  provided, 
it  shall  be  considered  for  all  purposes  as  though  this  Lease  originally  provided  for  a  primary  term  of  five  (5)  years.  If 
this  Lease  is  extended  as  to  only  a  portion  of  the  acreage  then  covered  thereby,  Lessee  shall  designate  such  portion  by 
a  recordable  instrument. 


4.  Minerals  Covered.  For  purposes  of  this  Lease,  "oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous 
hydrocarbons  and  their  constituent  elements  produced  through  a  well  bore.  "Oil"  includes  all  condensate,  distillate  and 
other  liquid  and  gaseous  hydrocarbons  produced  through  a  well  bore.  "Gas"  includes  helium,  carbon  dioxide  and  other 
commercial  gases,  as  well  as  hydrocarbon  gases.  Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other 
like  minerals.  Lessee  shall  have  no  rights  to  water  in,  on,  or  under  lands  of  Lessor. 


5.  Royalty.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall 
be  twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to 
Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to 
purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price 
then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of 
similar  grade  and  gravity;  and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the 
royalty  shall  be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the 
point  of  sale,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing 
wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing 
in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase 
contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases 
hereunder. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant 
in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  highest  of 
the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substance 
produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon 
the  higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products. 


rights. 


delivery,  transportation,  manufacture.  P^tSS^ 

939  S  W  2d      <TeX'  1"7)  than  ten 

"affHiat,  .eans  0)  a  --on^tv^ 

Lessee  must  disburse  or  cause  to  be  disbursed  to  Lessor  its  royaj^  -  P— from  £*^££*Z 
one  hundred  twenty  (120)  days  after  the  end  of  by  Sast  day  of  each  month  its  royalty  on 

Thereafter,  Lessee  must  disburse  or  in  no  event  shall  royalty  be  paid  more  than 

^^^^^^^^^^^^  "SETS  £2  3 

£ka^a^eSr 

expressly  so  provides  in  writing  signed  by  Lessor. 

The  receipt  by  Lessee,  or  Lessee's  operator,  fron ^^^1^ 

distribution  to  Lessor  will  not  result Lessee  or  ^^^^^Sfftorfte  benefit  of  Lessor.  Notwithstanding 

but  Lessee,  or  Lessee's  operator  will  at  ar tar Sf^StSon  from  Said  Land  or  pipeline  company 

a^^jstw-^r:  r  r  l         exceed  -*  m  ^, 

Gas  produced  from  Said  Land  "P°"™ 
S^e^^ 

6.  Shut-in  Royalty.  If  at  the  end  of  the  primal  term  or  any  time 

lands  pooled  therewith  are  capable  of  producing  o,l  o. '  9^or  other  ^tances  cover ed  ^epy  ,n  p  y  g  q 

such  well  or  wells  are  either  shut-in  or  production  the  efrorn ^ A ^ ha, 

nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  he  purpose  of  nraw^  ™  ^ ^ 

maintained  by  operations,  or  if  production  ,s  being  sold  by  "^J^  "2**  ^  °Deriod  next  following  cessation  of 
of  shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecut.ve  years. 

of  from  time  to  time.  All  payments  or  tenders  may  be  made  by  check  or  electronic  transfer. 

hundred  twenty  (120)  days  after  completion  of  operations  on  such  dry  hole  or         one  "Juna^r^™»^fr'i"  nyrtt 

wmmmmm 

any  additional  wells  except  as  expressly  provided  herein. 
9.  Lessee  shall  have  the  right  but  not 
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.orizonta,  coition  sha„  not  exceed  eig ^^Z^SSftg^gZ  — ^ 
for  a  gas  well  or  a  horizontal  completion  shall  n°"t 0      »  i „  w ,,.  and  .ga8  we||"  shall  have  the 

tolerance  of  ten  percent  (10%)   For  *e  purpose  ^e^ RWj^^oJ        no  |s  SQ  prescrlbed 

meanings  prescribed  by  applicable  law  fftM^A .9^™  ubic  feet  pyer  barre|  and  "gas  well"  means  a  well 
"oil  well"  means  a  well  with  an  initial  gas-oil  ratio  of  less tharr 00_uu o  cudic  v  production  test  conducted  under 
with  an  initial  gas-oil  ratio  of  100,000  cubic  fee l  or  more  per^ baael  ba sed  on  24       p  (  ^  ^ 

normal  producing  conditions  using  standard ^J"*^  in^  in  the  reservoir  exceeds  the  vertical 

completion"  means  a  well  in  wh'cVh^°r^iTrS  wita  one  hundred  twenty  (120)  days  of  first  production, 
component  thereof.  In  exercising  tejx»ling  nghtshe^  date  of      |ing  wnlcn  may 

Lessee  shall  file  of  record  a  written  declaration  .''^^^^SSaV*  well,  all  of  Lessor's  acreage  shall  be 
be  retroactive  to  first  production.  In  the  "  ^unit  which  includes  the  leased  premises  shall  be 

included.  Production,  drilling  or  reworking  operati ^^"it2dpw*ei,  except  that  the  production  on 

before  or  after  commencement  of  production,  in  order  to >«ntenn  * QSPany  productive  acreage  determination 
permitted  by  the  governmental  «^1^J^J^'r^C<^^toa^ite  of  record  a  written  declaration 
made  by  such  governmental  authonty.  In  i ]^H^  ' J^^'J ^tfe  teased  premises  are  included  in  or  excluded 
describing  the  revised  unit  and  stating  the  •n*^^",£3^^S  STs  are  payable  hereunder  shall 
from  the  unit  by  virtue  of  such  revision,  the  V^^f'^^^^  from  a  unii.  or  upon  permanent 

t^e  dai^of  tl—n.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance  of  interests. 

10.  «nt.  The interest :C ^^^^J^^^l^^^ 

in  whole  or  in  part,  by  area  and/or  by  dep th  or  z one  and  the  "9^3'   ^       ^videdi  however,  if  Lesee  is  to 

obligation. 

■wmmmwmm 
mmmmmmm 

deepest  depth  drilled  in  any  well  drilled  on  the  leased  premises  or  on  lands  pooled 

equivalent  of  the  base  of  the  deepest  formation  producing  or  capable  of  producing  in  any  well  drilled  on  the  leased 
P?eTses  of  on  lands  pooted  therewith,  whichever  is  the  deepest;  provided,  however,  if  Lessee  ,s  then ^engaged  in 
o^raZs^netaled  premises  or  on  lands  pooled  therewith,  this  Lease  shall  remain  ,n  full  force  and  effect  as  to  all 
depths  so  long  as  no  more  than  ninety  (90)  days  elapse  between  operations. 

12  Nn  Surface  Use.  Notwithstanding  anything  to  the  contrary  in  this  Lease,  Lessee  J^/^!^^^ 
of  cross  over  place  any  structure  or  building  upon  or  conduct  any  operations  (including  but  not  limited  to 
i£££ZJS£^)  on  the  Leased  p'remLs  or  within  six 

anv  other  residential  structure  located  within  the  same  subdivision  or  neighborhood  addition  as  the  Leased  ^em  ses^ 
SLSe^ShsTSw^ttSi  leased  premises  by  pooling,  as  provided  herein,  or  by  directional  or  horizontal  dnitag 
commenced  from  ,  surface  location  on  other  lands.  Notwithstanding  anything  to  ^^^^^^ 
no  riant  to  drill  horizontally  vertically,  or  at  an  angle  under  the  Leased  Premises  at  any  depth  that  is  less  than  tnree 
hundred  (300  fee  bebw  the  surface.  Lessee  has  no  right  to  pipe,  transmit,  or  transport  gas  under  the  Leased 
Presses a°an depth that^ess  than  three  hundred  (300)  feet  below  the  surface.  Lessee  shall  make  all  reasonable 
eZs  n  ot to "I Senior  neighborhood  streets  or  thoroughfares  in  developing  the  Leased  Premises,  any  lands 
pooled  therewith  or  otherwise. 

13  Noise  Noise  levels  associated  with  Lessee's  operations  related  to  the  drilling  completion  f^"^^^r* 
installing  a  noise  suppression  muffler  or  like  equipment. 
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less  ^ve  than  the  terms  o,  **  Lease,  ^^SSSL  ^^^S-e^S 
material  breach  of  the  Lease.  When  drilling,  ^^'^"^^'J^nte  equipment,  services,  material,  water, 
such  laws,  rules,  regulations  or  orders  or  by  inabMy  %^J~^ffi^Sdlft)i»,  war,  sabotage,  rebellion 
electricity,  fuel,  access  or  easements,  o by  fte.  flood  adverse  w  marke,  for     duotion  or  ailure  of 

insurrection,  riot,  strike  or  labor  disputes,  or  by inability tc '  "J",  c>use  not  reasonably  within  Lessee's 

purchasers  or  carriers  to  take  or  transport  sue '  Paction  g  snall  not  be  |iabte  for  breach  of 

control,  this  Lease  shall  not  '^'"ff*^^^^  °Perations  are  50  preV6nted'  **** 

any  express  or  implied  covenante  of  this  Lene  when  dnffing.  proaua  w         ^  gs  gs 

or  interrupted.  Lessee  shall  take  all  reasonable  actons £  ^™  °;n^ventyof  force  majeure  for  a  period  of  more 
reasonably  possible.  In  no  ^^'^7  No  obligation  of  Lessee  to  pay  money  that  has 
SuT^  SrSfSSXSS  S^^SSa^  this  ,eas9e  wil,  be  excused  or  delayed  by  reason 
of  such  Force  Majeure  event. 

contamination  or  pollution  of  any  environmental  medium^  «£**^£™£to>  on,  oraunder,  Said  Lands  or  lands 
surface  or  subsurface  strata,  ambient  air  or  a"X  ^eren  «m»*n«m    ,  ^  Qn  Sajd  ^  or 

pooled  therewith,  by  any  waste,  pollutant,  or  «™^L^^n^  materials,  or  substances  regulated  as 
tends  pooled  therewith  any  -^mA?^ , <!0J?ta",,!S. a?t^^£^^?C^^tM^-I^B^i«Jou^  Substance"  is  defined  in  the 
hazardous  wastes,  hazardous  matenals,  hazardous  substances  as  »e  PL^™^  42  u  s.  c.  Sections  9601,  et 

Comprehensive  Environmental  Materials"),  except  ordinary 

seq.)  or  toxic  substances  under  any  federal  state  or  local ^u'™°d^elopment  operations  and  stored  in  the 
products  commonly  used  in  ^.^g^^^^S^SSN^HIBmON  SHALL  CONSTITUTE  A 
usual  manner  and  quantities.  LESSEE  S  VIOLATION  Or  I  ,  poepp  SHALL  INDEMNITY  HOLD  HARMLESS  AND 
MATERIAL  BREACH  AND  DEFAULT„ ^UNDER  AND  LESSEE  ^  ^V™'A'ND  THEIR  RESPECTIVE 
DEFEND  LESSOR,  ITS  AGENTS  EMPLOYEES  TENANTS,  G"^J™^  JUDGMENTS,  PENALTIES, 
SUCCESSORS  AND  ASSIGNS  FROM  AND  AGAINST  ANY  CLAIMS^  °Al^t&  JU  y 
LIABILITIES,  AND  COSTS  (INCLUDING i  RE ^^^^^^^^%?^\^E8EIKE,  RELEASE 
OR  ARISING  OUT  OF  (1)  A  VIOLATION  OF ^ THE ^FOREGOING L^1^™  ^  UWDS  OR  LANDS  POOLED 
OR  DISPOSAL  OF  ANY  HAZARDOUS  MATERIALS  ON,  UNDER  OR :  ABOU  I  S>«u  lminuo  REMOVE, 

LEsTlE^HER^UN^I^SH  EARLIER  TERMINATION  FOR  ANY  REASON,  OF 

THIS  LEASE. 

16  LESSEE  AGREK  TO   INDEMNIFY  ^N^jHOLD  ^^^jJ^  oSI 

DIRECTION  AND  CONTROL,  AND  ITS  INDEPENDENT  CONTRACTORS. 

i^JE^tS^  to?he  title  to  the  leased  premises.  Lessee  assumes  all  risk  of  title  failures. 

19.  Curing  Default  .  Shou,  Lessee ,*  any ^-J^jg  ^^^^t^^Z 
maintenance,  or  repair,  Lessor  shall  have  the  rignt,  aner  9'ving  * ^ *  h  b|  t  L        for  tne 

furnished  Lessee  an  itemized  written  statement  of  the  expenses. 

not  be  complied  with  in  accordance  with  the  te^s  of  the  it  s  ag  eed  ano^u  then  ^ 

Lessor  interest  thereon  at  the  highest  lawful  ate  allowed  to  ^ J*a^ed  to  Lessee  oy  l  tQ 
Statutes  of  the  State  of  Texas.  In  addition,  ^SS^  of  court  incurred  by 

E£  fo^^XlS^  «  «™ >  '  -  — «  h  »* 

performing  of  each  responsibility  under  the  terms  of  this  Lease. 
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21.  Records.  Lessee  shall  Keep  complete  and  *  °g^c^ 

PremliiTlind  the  results  thereof,  including  but  not  hm  ed  J-0.  ^e°Pn andatitle  curative  material;  all 
paleontologlcal  data and 'interpreted* i  or  the  total  gross  production,  the 

drilling,  coring,  logging,  testing  and  completion  Te^^al^^^ices  or  va|Ues  thereof;  all  production  sales 
quantities  saved,  sold  and  used,  the  d«|x»ili^^^.  andt l»£j^J~^|8  LeSsorand  Lessee  or 

contracts;  and  such  other  records  and  as  may  be  proper  S  tne  primary  term  of  this  Lease  and 

to  determine  the  respective  rights  ando^te  ^tfwMtfoMm  year  thereafter,  Lessee  shall  make  all  of 

22.  Division  Orders,.  It  is  agreed  that  neit^ ^  -  ^^L^S^S'  SSfl 
extended,  or  ratified  by  any  division  order  or  transfer  , Drde'  ^ 

assigns.  If  Lessee  shall  require  the  execution  of  a  d  vision  °'aJ'^Xtol  o  Z^^  the  State  of  Texas  and 
drafted  shall  be  of  no  force  or  effect. 

23.  ^^HnnAnreementFees.  Notwithstanding  anting  — ™  ^^."^E^oS 
Lessee  to  obtain  same  from  Lessor's  lender  on  behalf  of  Lessor. 


this  Lease. 


through  91.405." 


Amendment. 


A  MEMORANDUM  OF  LEASE  and  not  the  actual  Lease  instrument  with  its  addendum,  °f  record  in 

Tarrant  County,  Texas,  in  order  to  give  constructive  notice  of  Lessee's  leasehold  interest  in  the  property. 
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LESSEE:  Paloma  Barnett,  LLC 


By:      y     t   -y 

printeHMamft/  /Z^ACtrt    # /W^T 

Title:     /fe-^y-^  ~  te  ^/  


LESSOR 


STATE  OF  Tt^^S  

COUNTY  OF 


(INDIVIDUAL  ACKNOWLEDGEMENT) 


j4 


This-  instrument  was  acknowledged  before  me  on  \\\*3/_  day  of  A-  ■    20°4^A  ✓>!/// 


Notac^ Public,  State  of  Texs 
Notary's  Name  Printed:  r 
Notary's  Commission  Expires:  w  £A 


MONICAS.  MALOONACO 

Notary  Put*0 
STATE  OF  TEXAS 
>iV  Comm.  Oct 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 


(CORPORATE  ACKNOWLEDGEMENT) 


on  behalf  of  said  cocpefafon. 

Conner. 


Notary  Public,  State  of  Texas 
Notary's  Name  Printed: 


Notary's  Commission  Expires:  f£  /"^^  j  ~2^vf 
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